THE MICRO FINANCIAL SECTOR DEVELOPMENT AND REGULATION BILL,2007- SALIENT FEATURES
Objective

        Promotion, development and orderly growth of MF sector in rural areas to facilitate 

        universal access to integrated financial services by the population not having 

        banking facility and regulation of micro-finance organizations.

Eligible Client

A member of a self-help group or a self-help group itself or any other group formed for the purpose of providing MF services to the following categories namely :
a) farmers owning not more than two hectares of land or such area as may be prescribed.

b) disadvantaged cultivators or agricultural lands including oral lessees, tenants, share croppers.
c) landless laboures and migrant labourers.

d) artisans, micro entrepreneurs and persons engaged in small and tiny activities.

e) 'group' means any association  of eligible clients formed either as self-help group or joint liability group or group called by any other name for the purpose of providing thrift services and micro finance services to the individual members of such association.

f) 'micro finance organisation' means an organisation or association of individuals including the following if it is established for the purpose of carrying on the business of extending micro-finance services.

(i) a society registered under the Societies Registration Act, 1960.

(ii) a trust created under Indian Trust Act, 1880 or a public trust.

(iii) a co-operative society or mutual. benefit society or mutually aided society registered under law but not including 

A) a co-operative bank established under Banking Regulation Act, 1949 or

B) a co-operative society engaged in agricultural operative society engaged in agricultural operations or industrial activity or purchase or sale of any goods and services.
Financial Assistance

Means any loan, advance, grant or any guarantee given or any other credit facility extended in cash or in kind with or without security or guarantee.

Micro-finance Services.

Means (i) providing financial assistance to an individual or an eligible client either directly or through a group mechanism for
(A) an amount not exceeding rupees fifty thousand in aggregate per individual, for small and tiny enterprise, agriculture, allied activities (including consumption purposes of such individual) or

(B) an amount not exceeding rupees one lakh fifty thousand in aggregate per individual for housing purposes or

(C) such other amounts, for any of the aforesaid purposes as may be prescribed

(ii) financial services to an eligible client or individual borrower through

the business facilitator or business correspondent  mechanism                                                                                                                                       authorized by any scheduled bank or any such other agency as may be permitted by the RBI.


        (iii )       life insurance or general insurance services and pension services 

                                 which have been approved by the authority regulating such services.

(iii) any other services as may, by notification, be specified by the

National Bank from time to time..

(iv) any other services as may, by notification, be specified by the 

National Bank from time to time.

                     Thrift
Means any monies collected other than in the form of current account or term deposit) by a micro finance organization from a group or by a group from individual members of such group through the group mechanism not 

                     exceeding such amounts and subject to such other terms and conditions as 
                     may be prescribed.

                    Micro Finance Development Council
                    The central government government may constitute a Council to be known 

                    as the Micro Finance Development Council to advise the National Bank on 

                    formulation of policies, schemes and other measures required in the interest 

                    of  orderly growth and development of the micro-finance sector.

                  Registration of Micro Finance Organisations.
                 The National bank may grant a certificate of registration after being satisfied 
                 by an inspection of records or books of such microfinance organization or 

                 otherwise that the following conditions are fulfilled, namely

a) that the general character of the management or the proposed management 

shall not be prejudicial to the interest  of  members of the group or eligible clients.

b) that the grant of license is for promotion  and development of MF  Sector.

c) that the net owned funds of the MF organization are at least Rs. 5 lakhs, 

which have been created out of promoter's contributions or grants or donations received by the MF organization .

d) the MF organization is in existence for at least three years on the day the 

organization makes on application for the grant of a license.

e) any other condition, which may be specified by regulations in this behalf.
(2)  The National Bank may, after being satisfied that the conditions are fulfilled, grant a 

      certificate of registration to the applicant MF organization.

      No. application shall be rejected unless the applicant has been given on opportunity of

      being heard.

      Power of national Bank to cancel certificate
      The National Bank may cancel a certificate of registration if such micro finance 

       organization ceases to carry on business or fails to comply with provisions of law or 

       the conditions or fails to submit for inspection books of accounts and other relevant 

       documents.

     Power to prohibit acceptance of thrift.
    The National Bank may prohibit the MF organization from accepting any thrift 

    if it fails to comply with directions or orders issued by NABARD.

Appeal against cancellation of certificate of registration

A MF organization aggrieved by the order may  order an appeal to the central government or such other notified authority within 60 days from the date of order.

Obligation to create Reserve Fund.

Every MF organization registered for offering thrift services shall create a reserve fund

and transfer therein, a sum not less than 15% of its net profit or surplus. No appropriation of any sum from the reserve fund can be made except for the purpose specified by the National Bank.

It may direct any MF organization or a class of organizations to invest the whole or part of such reserve fund in notified securities.

Accounts and balance Sheet.
At the close of the FY, every MF organization providing thrift services and all other services, shall prepare with reference to that year a balance sheet and PL Account in such form as may be prescribed.
Audit

The balance-sheet and the PL Account shall be duly audited by a qualified auditor.

Special Audit

Where the National Bank is of the opinion that it is necessary in the public interest to conduct special audit, it may direct any auditor to report affairs of the MF organization at its own cost.

Returns and powers of National Bank.

Every MF organization file with the National Bank a return containing particulars of its activities in such form and at such manner as may be prescribed..
Functions and powers of National Bank

· Formulation of appropriate policy for orderly growth of MF sector so as to ensure
greater transparency, effective management, good governance etc.

· Setting sector-related benchmarks and standards pertaining to operation, management, governance including model codes of conduct.
· Facilitating development of rating norms.

· Specifying the form and the manner of book keeping.

· Specifying the form and manner of accounting of business operations.

· Calling for information and data

· Facilitating institutional development 

· Promoting consumer education.

· Supporting sector related research.

· Co-coordinating with other agencies for orderly growth.

· Documenting and disseminating information relating  to fair practices.

Inspection

The National Bank may; at any time, cause inspection to be made of any MF organization and based on the report, take action as it deems appriate.

Micro Finance Development Fund

The National bank shall constitute MF Development  Fund and there shall be credited to :

a) all government grants received and fees
b) funds raised from donors.

c) any income from investment. It shall be managed by the Board of Directors of National Bank.

Redressal mechanism

a) The National  Bank shall appoint officers at places easily accessible to the clients 

for the purpose of redressal.

b) The National Bank may, in consultation with MF Development Council, appoint 

a micro finance ombudsman.

Penalties

There are penal provisions in the bill for false application, declaration, return, statement or particulars including fine and imprisonment.

